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3900. THIRD PARTY LIABILITY (TPL)

3900.1. General Purpasélhe purpose of establishing and maintaining@fe TPLprograms

is to reduce Medicaid expenditures. Third parties are entities or individuals who are legally
responsiblefor paying the medical claims of Medicaid recipients. Federal law and regulations
require States to assure that Medicaid recipieiiizeuall other resurces available to them to pa

for all or part of their medical care needddse turning to Medicaid. This may involve healt
insurance, casualty coverage resulting froma@eidental injry, or paymentseceived directlfrom

an individual who has either voluntarily accepted or been assigned lqgaisiatity for the health

care of one or more recipients. Medicaid pays only after the third party has met its legal obligation
to pay; i.e., Medicaid is payer of last resort.

HCFA and a State erkgroup developed and published A Guide tecgssful State Agency
Practiceswhich contains various State TPL practices that were selected based on the cost
effectiveness of implementation and ongoing operation as well as long range TPL savings and
recoveries to the State. The guide has been distributed to all State Medicaid agencies to be used as
a management tool to assist you in upgrading and improving TPL programs. Refer to the guide in
considering changes to your current TPL programs.

3900.2 _Statutory BasisThe following sections of the Social Security Act (the Act)feg the
requirements for TPL:

1902(a)(25) Requires that States or local agencies take all reasonable measures to identify legally
liable third parties and treat verified TPL as aotgse of the Medicaid applicant or recipient.
Provides for the cddiction of health insuranceformation.

1902(a)(45) Provides for mandatory assignment of rights to payments for medical support and
other medical care owed to recipients.

1903(d)(2)  Allows reducing payments ttafs by the aount of TPL reimbursement.

1903(0) Provides that Federal financial participation (FFP) is not availablet&beaifSan
insurer would have paid except for a Medicaid exclusionary clause.

1903(p) Allows incentive payments for aatting and eforcing rights of support or payment
assigned under §1912.

1912(a)(1) Requires as a condition of eligija

0 Assignment to the State of rights to medical support and to payment for medical care from
any third party;

o Cooperation, in the absence oldg cause’, in establishingternity and obtaining medical
support and payments; and

o Cooperation, in the absence of 'good cause’, in providing information to asststti¢he S
in pursuing any third party liable for payment.
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1912(a)(2)  Requires thatee plangrovide for entering into cooperative agreements for the
enforcement of rights and collection of third party benefits. These agreements may be with the State
titlls I_V-lD agency, any approgie agency of any State, armgpeoprate ourt and law enforcement
officials.

3901. DEFINITIONS

Estate- Property (real or personal) in which one has a right or interest.

Decedent A deceased individual whose estate is bphogated.

Testator- A person who has died leaving a valid will.

Intestate- Not having made a will.

Administrator(Administratrix) - A representativeppointed by the praiie ourt to administer an
estate, payilts, and didurse assets of @dedent.

Executor(Executrix) - Person nhominated by a decedent in Hlisoixcarry out its provisions.

Probate- The act oiprocess of proving the authenticity or validity of #;whe sttlement of a
decedent's estate.

Subrogation- Right of the State to stand in place of the client in the collection of third party
resources.

Third party- Any individual, entity, or program that is, or may be, liable to pay all or part of the
medical cost of any medical assistance furnished to a recipient under the appategda8. Third
parties include, but are not limited to:

Private health insurance,;
Employment-related health insurance;
Medical support from absent parents;
Automobile insurance (including no-fault insurance);
Court judgments orestlementdrom a liablity insurer;
State wrkers' compensation;
First party prohte-estate recoveries; and
o Other Federal programs (unless excludedthyute; i.e.,Indian Health, Community
Health, and Migrant Health programs).

O00000O0

Private insurer

o Any commercial insurance company offering health or casualty insurance to individuals
or groups (including both experiencated and indemnity contracts);

o Any profit or nonprofit prepaid plan offering either medical services or full or partial
payment for the diagnosis aneatment of an injy, disease, or disdiby; or
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~ 0 Any organization administering health or casualty insurance plans for professional
associations, unions, fraternal groups, employer-employee benefit plans, amdilanpsyanization
offering these payments for services, including self-insured and self-funded plans.

Indemnity Policy--Insurance which provides paymenteditly to the poligholder under certain
conditions. Indemnity policies are a potential third party resource which areduty the
assignment of rights provisions if the benefits payable are desigoat@edical care or can be used

for this purpose. There are many variations in this type of paieéeh policy must be examined
to determine the type of benefit it provides and the purposes for which it can be used. If not a third
party resource, the proceddsm this type of policy are usually considered income.

Cost Avoidance:A method of avoiding payment of Medicaid claims when other insurance
resources are available to the Medicaid recé,oient. Whenever the Medicaid agency is billed first,
claims are denied and returned to the provider who is requireilaadcoliectfrom liable third

parties. Cost avoidance also includes payment avoided when the prdisdbelihird party first.

Pay and ChaseA method used where Medicaid pays the recipient's medilsahbd therattempts
to recover from liable third parties.

Title IV-D Agency--The organizational unit in the Statepenssible for administering or supervising
the administration of a State pléor child support enforcement under title IV-D of the Act.

Medical Support Payment of the costs of medical care ordered by a court or administrative process
established undeit&e law.

3902. GENERAL TPL REQUIREMENTS

Take reasonable measures to determine the legal liability of third Ipartiesft:t; sawvices furnished
under the Medicaidt8te plan (herein referred to as the Stata)plat a minimum:

o Collect health insurance information during the initial eligyointerview process and the
redeterminatiomprocess. (See §3903.1.)

o Conduct diagnosis and trauma code edits to identify specific codes which could denote
trauma related infy. (See §3903.2.)

o Conduct dta exchanges with: (S88903.3.)

- State wagenformation colkction agencies,

- SSA wage and earnings files,

- State title IV-A agencies,

- State motor vehicle accidenfpuaat files, and

- State vorkers' compensation or Industrial Accidenin@oission files.
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Follow up on the information derived from thesgivitiesfor the purpose of identifying third parties
resources. Incorpate this third partynformation into the eligibity case file, the third party data
base, and third party recovery unit. (See 83903.4.) If a third party resource is identified for an
individual, use the information to seek recovery if you have paid claims for which a third party is
liable and cost avoid future claims.

Use the cost avoidance method where the probable existence of TPL is established at the time a
clallcnllls filed unless you have gopaoved waiver as specified in 83904.2, or specific conditions exist
as follows:

o] The third party is derived from a parent whose obligation to pay medical support
is being enforced by the State title 1V-D agency andtioeider has noteceived paymerftom the
third party within 30 days after the date of services. §38€4.4.A.); or

_ o Claims are for preatal carefor pregnant women, or preventive pediatric services
(including early and periodic screening, diagnosis and treatment services (EPSDT)) that are covered
under the State plan. (S88904.4.B.) Seek recovery from the third party whenever you have paid

a claim or claims for which a third party is liable. (See 83904.3.)

Determine and ilize cost eféctive thresholds on recovery actions. ($8@04.5.)
As a condition of eligillity, require thateach applicant and recipient (2905):

o] Assi?n his/her rights (and the rights of any other eligible individuals on whose behalf
he/she has legal authority undéats law to assign such rights) to medicgd®ort and to payment
for medical care from any third party;

o] Except for poverty level pregnant women (see 83311 ff), catgen the absence of
good cause, in establishingtprnity and obtaining medical support and payments; and

0 Cooperate, in the absence obg cause, in providing information to assist thaseSin
pursuing any liable third party.

State title IV-D agencies are required to petition the court or administrative authority to include
medical support in court orders. The IV-D agencies are also required to obtain basic mpdmal s
information and provide this information to you. (See 83905.6.)

The State plan must provide for entering into cooperative agreer_nents for the enforcement of rights
and collection of third party benefits. The agreement(s) may be with the State title IV-D agency, any
appropriate agency of any State, apgraprate ourts and law enforcement officials. (See 83906.)

Submit a plan (herein referred to as the action plan) to thioR@ursuing claims against third

parties, and integrate this action plan into the State's Medicaid Manadefemiation System
(MMIS). (See 83902.2.)
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02-90 THIRD PARTY LIABILITY 3902.1

3902.1. _$&te Plan Requirementé State plan must:

o Provide that all the requirements of 42 CFR 433.138 and 433.139 are netefoniding
the legal liability of third parties to pdgr services under thet&8e plan andor payments of claims
involving third parties. (See 883903 and 3904.)

~ 0 Provide that the requirements of 42 CFR 433.145 through 433.148 are met for assignment
gfs réggés)to benefits and cooperation with the agency in obtaining medmadi or payments. (See

o0 Provide that the requirements of 42 CFR 433.151 through 433.154 are met for cooperative
agreements and incentive payments for third partectih. (See 83906.)

o Describe the methods the agency uses to follow up on health insurance information
provided by SSA andt&e agencies other than the Medicaid agency. §38@3.1.)

0 Specify the frequency with which diagnosis and trauma code edits and data exchanges
(.e., SWICA, SSA wage and earnings files, State title IV-A agency, Stateerls compensation or
Industrial Accident Comission files, and State motor vehiclepoe files) are condited
(Attachmen#4.22-A). (See §883903.2 and 3903.3.)

o Describe the methods the agency uses to follow up on paid claims identified through
conducting diagnosis and trauma code editsa@ghmenid.22-A). (See 23903.2.)

o Describe the methods the agency uses to follow umatznekchanges (Attachmeh@2-
A). (See 3903.3.)

o Specify the timeframes for incorporation into the third pastadase and third party
'rAe)covery untt of all information that identifies legally liable third party resourcgagment4.22-

~ 0 Specify whether or not providers are requiredittare third party in situations where the
third party liability is derivedrom a parent whose obligation to pay support is being enforced by the
State title IV-D agency (Attachmeat22-A). (See 83904.4.A.)

o Specify the method used iretérmining theprovider's compliance with theilllmg
requirement in situations involving medical support enforcement byttte &tle IV-D agency
_(fAttachment 4.22-B). Providers are required to wait 30 frays the dite of service toilbthe Sate
if they have billed the third party. (S88904.4.A.)

o Specify the threshold amount or other %uidelines usedtermining whether to seek
reimbursement from a liable third party; or describe the process by which the agency determines that
seeking reimbursement would not be cost@if/e. It must also specify the dollar amt or time
period the State uses to accuamtelbllings with resgect to a particular liable third party (Attachment
4.22-B). (See §3904.5.)
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3902.2 _Third Party Liahty (TPL) Action Planif you have an MMIS, submit to the RO an
action planfor pursuing claims against third parties. Autdethe activitiesivolved in pursuing

TPL to the fullest extent possible. The action plan is to describe all TPL activities and is separate
and distinct from thet&te plan. However, the action plan mayorporate, by reference, sections

of the State plan that adequately describe particular TPL activitiesandaoce with thection

plan guidelines. This is applicable to TPL activities which are contracted out by the State agency
to a fiscal agent, as well as to activitiegalving contingency fee coratctors.

The action plan is to be integrated with the MMIS and tlpas&ons which diectly relate to the
MMIS will be monitored as a part of the review of the system. Onlyabwifs included in the
system performance review will be sedi to reductions in Federal financial participation (FFP) for
failure to meet theanditions for reapproval as set forth at 42 CFR 433.119.
Submit to the RO youaction plan by Jun20, 1990. Submit subsequent changes t@adttien plan
to the RO on an ongoing basis no later than 90 flagsthe dite of implementadn. The RO will
approve or disapprove yoaction plan. The submittal of ap@rovable, curreraction plan is a
State plan requirement.
The action plan must describe the actions andhodetiogies taken in the following areas:

o Identifying third parties;

o Determining the liaibty of third parties;

0 Avoiding payment of third party claims;

o0 Recovering reimbursement from third parties after Medicaid payment; and

o Recording and tracking such information aations.
Use the following guidelines in developing y@ation plan:
l. Identification

A. Collection of Health Insurandaformation(other than by the Social Security
Administration (SSA)). (See 42 CFR 433.138(b)(1).)

1. What type of health insurance information is gathered from applicants/recipients
(e.g., name of insurer, policy number, name of insured, services covered)?

2. Are names, SSNs, and possible third party resources of absent and custodial
parents collectettom applicants/recipients?

3. Who collects thisformation (e.g., tate agency,aunty office, contactor)?
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When and how is the information verified?

How are the data transmitted to the Medicaid agency? What are the timeframes
for transmitting the dta?

Where is the verified information maintained (e.qg., dlitylcase file, claims
processing subsystem, third party data base, third party recovery unit)?

What actualriformation is maintained?

How does the TPL file data interface with the clgmmecessing subsystem or
other subsystems?

What are the timeframes for incorporating the information into the file or files
mentioned above?

Health Insurance Information Cetited by SSAapplies to States havinggd634

agreement) (See 42 CFR 433.138(b)(2).)

1.

R T

Who receives thenformation from the Form SSA-8019?

How often is the informatioreceived?

When and how is the information verified?

Where is the verified information maintained? (Refer to I.A.6., if ap@tg)i
What actualiformation is maintained?

How does the TPL file data interface with the clggmecessing subsystem or
other subsystems?

What are the timeframes for incorporating the information into the file or files
mentioned above?

Datafrom Office of Child Support Enforcement Progré&ee 45 CFR 306.50.)

1.
2.

What medical supportdha elements are being receisain the 1V-D agency?

How often is the informatioreceived?

. When and how is the information verified?

3
4.
5

Where is the verified information maintained? (Refer to I.A.6., if ap@tEp)i

. What actualnformation is maintained?
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6. How does the TPL file data interface with the clammscessing subsystem or
other subsystems?

7. What are the timeframes for incorporating the information into the file or files
mentioned above?

8. Does the IV-D agency have accesgdar TPL data base?

9. Does the IV-D agency verify the current TRatas and that the data are
correct?

. Data Exchanges

A. State Wage and Income Collection Agencies (SWICAs) and SSA Wage and Earnings
(Beneficiary Earnings Exchange Record (BEER)) Hittee 42 CFR 433.138(d)(1).)

1. Are you conductingata matches with State wagdarmation colection
agencies and SSA wage and earnings files?

2. Do you perform this atch or does a contractor? If a contractor does it, who is
the contractor?

3. ]:Alre ;he names and SSNs of absent parents being matched with SWICA and SSA
iles”

4. What is the process for conducting tlaadexchanges@nclude frequency of
exchange.)

5. How do you follow up on and verify the information &termine if employer
group health benefits are availableedily to the Medicaid recipients dirbugh
an absent or custodial parent?

What are the timeframes for followup?

Where is the verified information maintained? (Refer to .A.6., if ap@t&p)i

What actualriformation is maintained?

© ©o N O

How does the TPL file data interface with the clgmmecessing subsystem or
other subsystems?

10. What are the timeframes for incorporating the information into the file or files
mentioned above?

11. Do you eceive nformation from the IV-A agency that identifies Medicaid

recipients who are employed and their employer(s)? If not, how do you obtain
information for this population?
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12.

If SWICA and SSA wage and earnings data are not beiizgdit does the
agency have an alternative source of information? (Describe alternative method
based on the above questions.) (See 42 CFR 433.138(d)(2).)

B. Workers' Compensatidisee 42 CFR 433.138(d)(4)(i).)

1.

10.

11.

12.

Are you conductingata matches with the State'snkers' compensation
agency?

Do you perform this atch or does a contractor? If a contractor does it, who is
the contractor?

What is the process for conducting tlaadexchangefinclude frequency of
exchange.)

Are the names and SSNs of absent parents being matched?

How do you follow up on and verify the information &termine if a Medicaid
recipient has an employment relatedingjorillness?

How do you follow up on and verify the information &termine if employer
group health benefits are availableedily to a Medicaid recipient ontough an
absent or custodial parent?

What are the timeframes for followup?

Where is the verified information maintained? (Refer to .A.6., if ap@t&p)i
What actualriformation is maintained?

How does the TPL file data interface with the clgmmmessing subsystem or
other subsystems?

What are the timeframes for incorporating the information into the file or files
mentioned above?

If you are not conductingath exchanges witharkers' compensation, was a
reasonable attempt made to do so? If yesyaidsubmit documeation with
Attachmen#4.22B of the &te plan?

C. State Motor Vehicle Accident Rert Files(See 42 CFR 433.138(d)(4)(ii).)

1.
2.

Rev. 40

Are you conductingata matches with State motor vehicle accidepbrefiles?

Do you perform this atch or does a contractor? If a contractor does it, who is
the contractor?
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3. Describe the process for conducting theacexchange(include frequency of
exchange.)

4. How do you follow up on and verify the information to identify those Medicaid
recipients injured in motor vehicle accidents (pedestrians, drivers, or
passengers)?

5. How do you follow up on and verify third party resources that would be available
through an automobile or lidiby insurance policy?

What are the timeframes for followup?
Where is the verified information maintained? (Refer to .A.6., if ap@t&p)i

What actualriformation is maintained?

© 0o N O

How does the TPL file data interface with the clgmmecessing subsystem or
other subsystems?

10. What are the timeframes for incorporating the information into the file or files
mentioned above?

11. If you are not conductingith exchanges with State motor vehicle accident
report files, was a reasonalatempt made to do so? If yes, gal submit
documentation with Attachment22B of the &te plan?

D. Other Data Exchanges

1. What other data exchangesydm conduct (e.g., prate insurers,
Defense Enrollment Eligibility Reorting System (DEERS), credit bureaus,
fraternal organizations, unions.)?

For each of these data exchanges, answer the following questions:

2. Do you perform the atch or does a contractor? If a contractor does it, who is
the contractor?

3. Are the names and SSNs of absent and custodial parents being matched?

4. What is the process for conducting tlaadexchanges@nclude frequency of
exchange.)

5. How do you follow up and verify the information?
6. What are the timeframes for followup?

7. Where is the verified information maintained?
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10.

What actualriformation is maintained?

How does the TPL file data interface with the clgmmecessing subsystem or
other subsystems?

What are the timeframes for incorporating the information into the file or files
mentioned?

Diagnosis and Trauma Code Ed{Bee 42 CFR 433.138(e).)

1.

© 0 N O

10.

Are you conducting diagnosis and trauma code edits for codes 800 through 999,
with the exception of code 994.6? If not, list codes which are not being edited.

Do you conduct the diagnosis and trauma code edits or does actoritrIf a
contractor does it, who Is the contractor?

What is the process? (Include frequency of conducting edits.)

How do you follow up on and verify the information to identify possible trauma
related injuries?

How do you follow up on and verify that third party resources may be available
through a liallity insurance policy?

What are the timeframes for followup?
Where is the verified information maintained? (Refer to .A.6., if ap@t&p)i
What actualriformation is maintained?

How does the TPL file data interface with the clgomecessing subsystem or
other subsystems?

What are the timeframes for incorporating the information into the file or files
mentioned above?

Claims Payment

Cost AvoidancgSee 42 CFR 433.139(b)(1).)

l.
2.

Which claim types, recipient populatioretc. areyou cost avoiding?

What information is available through the recipient's Medicaid idestidin
medium, if any, indiating third party resurces?

What is your process for cost avoiding claims? (Include use ofbctot)

How are electronicilters providing evidence of third party pursuit?
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How do you control and verify the partial payment of claims (hard copy and
electronic) after a third party has made payment?

What method do you use for tracking cost avoided dollars (as reported on the
64.9a, Medicaid Expenditures Report)?

a. How do youaccount for initial claims, and reconcile the amount when the
claims are resubmitted?

b. Do you have a method for measuring cost avoided dollars for claims that are
never received by the Statél? yes, describe method.)

C. Doc}/_ouaccount for claims denied for cost avoidance purposes only up to the
Medicaid payment limit?

d. Do you include Medicare or count it segiaty?
e. Do you include recipient copayments?

f.  What do you include under "other cost avoidance"?

Pay and Chase and Recové®ge 42 CFR 433.139(b)(2)and(3).)

1.

Which claim types are you paying and chasing? For which do you have a waiver?
Explain those for which you do not have a waiver.

Are you currently paying and chasing claimadatordance with 42 CFR
433.139(b)(3)(i) and (i))? (Thisstion applies to clainfer services for preatal

care for pregnant women, preventive pediatric services or covered services
furnished in cases where the third party resource is derived from the absent parent
whose obligation to pay third party medical support is enforced bytabe (gle

IV-D agency.)

Do you currently have recovery threshold amounts? If so, what are they and how
were they determined? For thresholdamts geater thar$100 for health

insurance and greater th&R50 for casualty claims, provide docurtaion

including calculations showing that the threshold amounts are cestie#.

Does the threshold include accumulat#ioh. If so, over what period of time?

How does the system identify when threshold levels are reached?

What is your process for seeking recovery? (Include use oactot)

a. What codes, if any, are used for recovery purposes (e.g., HCPCS, diagnosis
codes, other procedure codes)?

b. How does the system identify individual claims for recovery?
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c. Inwhat order and from whom do you seek recovery?

d. How do you follow up to assure that eallion was made? What are specific
accounting and reporting procedures for recoveries?

e. If collection was not made, how does the system trigger
followup?
f.  How do you traclkactual dollars recovered?

g. How are TPL recoveries reconciled with the claims history? Specify the
audit and control procedures followed.

h. What are the specific procedures for recovery in casualty cases involving
settlement awards?

i. Do you have any formalibng arrangements/agreements with private
insurers? If so, describe. (Include the information shared/required,
timeframes, and how outstanding claim amounts are reconciled.)

V. Other

1. Do you pay premiums for health insurance policies if ietenined to be cost-
effective? If soprovide methodology foretermining cost-effectiveness?

2.  What other TPL practices, not covered in these sectiory®wpursue? For
example, do you pursuetate recoveries? Describe hgau approach any of these
"other" practices.

3. Do you use a cordctor for any other TPhctivities not covered here? If so, identify
the contractor and describe the specific types of activitiderpeed.

3902.3 System Capéibes--Automate the activitiesvolved in pursuing TPL to the fullest
extent possible. All systems SMMIS or otherwise) should have cedainres in order fort&es

to comply with Federal regulations and run areetive TPLprogram. The more specific the
information fed into the system the better the TPagram vill function. Following are TPL system
capabilictjy requirements. The first column lists requirements which agetief Jun€0, 1990. The
second colummnder A. and B. includes requirements that arectiffe at the time of the next
scheduled reprocurement or r@gement oyour MMIS. If you do not have a reprocurement or
replacement scheduled, the requirements are effective no later than Se@@nihf2.

A. TPL MMIS System Reqguirements

Effective Septembe30, 1992, or at
Time of Next Scheduled Reocurement

Effective June0, 1990 or Replacement of MMIS

Store and retrieve TPL information Store and retrieve TPL information

including name and address of insurance on services covered, policy period, company,
policy number and group number and multiple resources under one

(if applicable). receipient.
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Edit claims based onthe existence of any form of
insurance which may cover the particular claim
claim in question and cost avoid the daim
whenever it is apBropliate(lf the system does
not discrimirate by type of

service, every claim flagged by the edit

must be subject to manual review that
matches theilted procedure with known
insurance coverage.)

Override TPL cost avoidance edit(s) for
claims that were billed to and denied by the
TPL resource.

Account for TPL payment to the provider in
determining the Medicaid payment.

Identify claims with trauma diagnosis codes.

Screen any verified TPL resource against a
paid claims history going back at least one
year to identify recoverable funds. (A
shorter period of time may be considered if
you can show it is not cost-efftive to go
back one full year.)

Accumulate claims up to a specified
threshold amount.

Track and report cost avoidance dollars.

B. TPL Automated Requirementsdh-MMIS).--

Effective June0, 1990

Medicaid identification medium which
the existence of TPL.

3-10-16

Matrix by which claims are screened to
determine if claim is for an individual
with TPL, if the serviceis covered by the
pdicy, andif the deate of serviceis

within the coverage period.

Assocate recoveries back to individual
claims (or functional equivalent). (It is important
that you know which claims have been recovered,
not only for internal accounting purposes, but to
know which claims to pursue under tae
recovery programs after the recipient's death. This
function may be performed outside of the MMIS.)

Effective Septembe30, 1992, or at
Time of Next Scheduled Reocurement
or Replacement of MMIS

Medium must include all relevant TPL identifies

data (i.e., insurer, type of coverage,
start date, etc.) or a direct data link
which
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gives providersiccess to the State's payment
system to ascertain the availability of third
party resources and billingformation.

Verify collection dforts made and "tickle"
for followup.

C. TPL Recommended System Capabilities

o Store and retrieve information on deductibles and copayments, if feasible.
o Track deductibles and deny claims when deductibles have been met, if feasible.

o0 Associate fenily members together even if they are sapaicases in the State
system.

0 Assocate resubmitted claims with the original denied claim.
0 Automate recovery activities - Eleahic submission of claims to insurers.
0 Automate data matches.

3903. IDENTIFICATION OF RESOURCES (42 CFR 433.138)

TPL depends to a large extent on the accuratehamdugh identiftation of resurces available
to recipients. Nothing can be cost avoided or collected if tloeires is not known.

3903.1 Intake ProcessAll State agencies that determine elig§ for Medicaid must, during the

initial application and each redeterminatfmocess, obtain from the applicant or recipient health
insurance information useful in identifying legally liable third party resources so that the agency
may process claims under the third partyiligtbppaymentprocedures specified in 8433.139(b)
through (f). Many ftes have 4634 agreement with SSA in which SSéteérmines Medicai
eligibility for individuals who apply for Supplemental Security Income (SSI) benefits. The SSA
field offices colect health insurance ddtam the SSI applicants and recipients during the initial
application and redeterminatiguiocesses and transmit the information to ttegeSMedicaid
agencies.

Health insurance information may include, but need not be limited to, the name of tizeqidéc,
his/her SSN, relationship to the applicant or recipient, name and address of the insurance company,
and the policy number or group number, if applicable.

Sometimes applicants or recipients are not aware of potential health insurance coverage that may

be available to them. In some cases it is not sufficient to simply ask during the initiehtqpli
or redeterminatioprocess if health insurance is available. There are
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other ways of detecting the existence of a third pdutyng an interview. Be aware of what to
look for. These indiators may also represent potential third party resources:

A. Age.--Applicants who are 65 or older are usually eligitae Medicare. Frequently,
Medicare beneficiaries have insurance in the form of a Medigap policy which covers Medicare
coinsurance and deductible amounts. Students may have insurance available through the school
they atted. Minor children may be covered through an absent parent. (Seetsuis.4.)

B. Death-Question applicants on behalf of deceased perdmmg dastillness" coverage
through any life insurance policies.

C. Income-Certain income sources are indicators of possible third party health coverage.

_ 1. Railroad Retirement Benefits and Social Security Retirement/Disability Benefits
Indicate eligiliity for Medicare benefits.

2. Longshore and Harbor Workers' Compensation (LHWC) and Workers'
Compensation (WGYEmployees who suffer injury on the job may file for benefits to compensate
for medical expenses as well as lost income. Payment for medical expenses may be made either
as medical bills are ingred or as a lump sum award.

3. Black Lung (BL) BenefitsPayments under the Coal Mine Workers' Compensation
Program, administered by the Department of Labor (DOL), iangas to those described in
subsection C.2, except that benefits are only awarded on a diagnosis of pneumoconiosis. The
beneficiary may be reimbursed only if services are rendered by specific providers authorized by
the DOL. BL payments are made monthly and medical expenses are paid as incurred.

4. IV-D Payment-Financial support payments from an absent parent strongbatedi
potential medical support as well. An absent parent may be required by court order to provide
medical insurance in addition to support payments; he/she may be responsible for a portion of
medical bills,or, if em|oloyed, may be required to include dependent children in the medical
insurance made available by the employer. Federal regulations require the IV-D agency to develop
medical support in addition to monthly childpport payments for certain cases, and to provide this
information to the Medicaid agency.

5. Earned IncomeUsually indicates medical and health insurance made available by
an employer.

D. Work History.--Ma?/ indicate eligiliity for cash and medical benefits through previous
employers. Retired individuals may be covered under a retiree's health insurance plan. Individuals
belonging to a labor union may have coverage through the union. Previitary service suggests
the potential for Department of Veterans Affairs or Department of Def@@B)provided health
care. (See 83903.5 for moretdils concerning DOD.)
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E.  Monthly ExpenseInformation may show that the recipient pays premitongrivate
health insurance or HM(neollment.

F. Disability Information--May indicate eligiliity for other medical benefits. If disiity
resulted from an accident, casualty insurance may be available. Medicare is available to disabled
persons who have received social security monthly tityeenefitsfor two years and to certain
ﬁersons suffering with end-stage renal disease wh@eed/ing renal dialysis treatments or who
ave had a kidney transplant.

Follow up on the information gathered during the intake process to identi%_legally liable third party
resources and incorpate suchnformation into the eligibity case file, the third partyata base
and third party recovery unit as specified in 83903.4 within 60 days.

The 60 days begin on the dgt@cessing of the application is initiated (the date the agency learns
of the potential third party resource) or the date the déiigid etermination is made, whichever

is later. For SSI recipients only, the 60 days begin upoeipt of the SS/8019. In some cases
followup may not be required since the applicant or recipient may supply etenngéntifying
information during the eligibty determination or redeterminatigmocess. Use this information

to seek recovery if you have paid claims for which a third party is liableat€ran edit in the
claims processing system and cost avoid future claims in accordance with 83904.1.

3903.2 _Claims Processing Editsdentify paid claims that contain specific diagnosis or trauma
codes and follow up on information for purposes of identifying potentially liable third parties.
Identify the paid claims for Medicaid recipients that contain diagnosis codes 800 through 999
(International Classification of Disease, 9th RensiClinical Modifcation, Volume 1) with the
exception of code 994.6, Motion Sicknefss,the purpose ofetermining the legal lidlity of third
parties.

Based on experience, you may find that the ideatiion and followup of specific codes has not
been productive inatecting possible third party lidity. You may receive autorization from
HCFA to discontinue this activitfor certain diagnosis and trauma codes. If you wish to exclude
specific codes from being edited, re?uest approval from the RO by submitting deatiomen
which proves that pursuit of the specific code(s) has not been cesthedt

The purpose of reviewing trauma codes is étedt potential casualty and liktly claims and
determine if another party is at fault. For examglgoif determine that an injy resulted from
a job-related accident, claims that have been submitted, as well as futurdaldimasaccident,
may be covered by workers' compensation.

Conduct these edits on a routine and timely basis and develop and specify itay@pieh the
frequency of the edits performed and the methods used for followup. Followup may involve
contacting the recipient by phone or questionnaireeterchine the nature of the trauma and then
follow up with insurance companies, attorneys, witnesses, to establish liability. After
followup, incorpoate all nformation that identifies legally liable third party resources into the
eligibility case file, the third partyada base and third party recovery unit as specifi@3993.4.

Use this information to seek recovery from the liable third party. In additieatecan edit in the
claims processing system and cost avoid future claims related touhe ihppproprate, in
accordance with 83904.1.
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In addition to producing significant recoveries, the use of trauma edits to identify cases with
recovery potential heightens the awareness of Medicaid's rules and regulations among the medical
and legal communities. This produces the added benefit of increased numbers of voluntary
referrals from providers, recipients, aautiorneys.

3903_& Data Exchange€onduct the following dta exchanges in an automated fashion if
possible:

A. State Wage Income Collection Agency (SWICA), SSA Wage and Earnings File, and
State Title IV-A AgenciesYou are required to have an income and eligibility veafion system
(IEVS). Under IEVS, certain wage and other relevant information from various agencies must be
utilized for purposes of verifying Medicaid elidity and the orrect anount of medical assistance
Payments for applicants and recipients. In part, you are required to diatiim&geriformation

rom the SWICA, and self-employment, wage, and payment of retirement bemiefitaation
from the SSA wage and earnings file. For purposes of verifying income andityligfou are not
required to follow up on all cases identified through tAtagxchange. You may targket; each
data source, those items that are likely to be productive in identifying and preventingilibeligib
and incorrect payment. (See PHBt §815800.) For purposes of identifying third party resources,
targeting does not apply.

The State IV-A agency is also required to condimila data exchangeer verifying income and
eligibility for the Aid to Families with Dependent Childre®AEDC) population. The IV-A agency
is also permitted to targéor Purposes of verifying income and IV-A elidity. The IV-A
information may not be taegedfor purposes of identifying third party resources.

For TPL Purp_oses, IEVSatla matches must include the names and SSNs of absent or custodial
parents of recipients to the extent available. The mailtidentify Medicaid recipients, as well
as absent or custodial parents of recipients, that are employed and their employer(s).

You must follow up on all information for the purpose of identifying legally liable third parties and
incorpoiate suchnformation into the eligibty case file, the third partyata base and the third
party recovery unit as specified in §3903.4 within 45 days fromdletlie data exchange was
received, or as otherwise specified in 42 GFE38.952(d). Every employment lead, natter how
small, could potentially be a lead for health insurance.

In most cases, followup would include contact with the identified individual's employer to obtain
information regarding the availdity of health insurancdor the Medicaid recipient. This
information should be gathered when the case worker is following up with an employer to verify
income and eligibility requirementsder IEVS regulations to avoid two employer tamtsfor the

same individual. If the eligibility case file already contamfeimation regarding health insurance
available or not available through the individual's employer(s), additional followup iocessary.

Also, if you know that a particular employer does not provide health insurance at all or for
particular categories of employees (e.g., employees wvank less than 15 hours per week), you
need not contact the employer each time. However, follow up periodicade a year) with the
employer to determine if they have changed their péticyproviding health insurance.
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Request from the State title IV-A agency information obtained from its SWICA and SSA wage and
earnings file data exchanges which identifl¢$C/Medicaid recipients that are employed and
their employer(s). If the IV-A agency has not followed ulp on the data to determine if the
individuals have health insurance, you must conduct the followup. For TPL purposes, targeting
does not apply to the IV-A agency data exchanges.

Use information identifying third parties to seek recovery if you have paid claims for which a third
party is liable. In addition, eate an edit in the clainpsocessing system and cost avoid future
claims in accordance with 83904.1.

If you can demonstrate to the RO tlgati have an alteate ®urce of information that furnishes
information as timely, compte and useful as the SWICA and SSA wage and earnings files in
determining the legal Iialh¥ of third parties, the requirements of thiscéion are deemed to be
met. However, you must follow up on all leads from these @tematches in the same fashion
as described above.

B. State Workers' Compensation or Industrial Accident n@oission FilesMatch
identifying information; e.g., name, SSN for Medicaid recipients and (assuming names and SSNs
have been obtained) absent or custodial parents of Medicaid recipients with Workers'
Compensation or Industrial Accident files to identify those individuals with employmextédel
injuries or ilness. A match with a Medicaid recipient mayaatk that the individual wasvolved
in a job-related injury and that worker's compensation or the Industrial AccidemhiSsion may
be liable for the cost for care and services furnished to the recipienatoh mvolving an absent
parent or custodial parent could indicate that the parent is or was employed and that third party
resources may be available through health insurance provided by the employer.

Follow up on the information for purposes of identifying legally liable third parties and incorporate
such information into the eligibility case file, the third pargalbase and third party recovery unit
as specified in §3903.4 within 60 days from tlagedthe data exchange was received. Followup
based on a matcmvolving a Medicaid recipient may involve dawting the wrkers'
compensation agency.

Followup based on a match with an absent parent may involvaatmg the employed individual's
employer. Use information identifying third parties to seek recovery if you have paid claims for
which a third party is liable. In addition,eate an edit in the clainpgocessing system and cost
avoid future claims, if approgie, in acordance with 83904.1.

Secure an agreement (to the extent permitted by State law) with the Gtiéesicompensation
agency or the Industrial Accident @mission or submit documentation to the RO that
demonstrates thgou made a reasonald&empt to do so.

C. State Motor Vehicle Accident Report Fitddatch identifying nformation for Medicaid
recipients with State motor vehicle accidengae files to identify those recipients injured in motor
vehicle accidents, whether injured as pedestrians, drivers, or passengers in motor vehicles, or as
bicyclists. A match may indicate that third partyowses would be available through an
automobile or liability insurance policy.
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Describe, as part of the State plgour methods for following up on the information. Followup
may include, but is not limited to, obtaining and reviewing poliqgeonts and interviewing
witnesses to establish legal liability. After follop; incorpoate all nformation that identifies
legally liable third party resources into the eligibility case file, the third patiy bdase and third
party recovery unit as specified in 83903.4. Use information identifying third parties to seek
recovery if you have paid clainfigr which a third party is liable. In addition,eate an edit in the
claims processing system and cost avoid future claims related to the accidemtoffrate, in
accordance with 83904.1.

Secure an agreement (to the extent permitted by State law) with the State Motor Vehicle
Department, or submit documentation to the RO that demonstratg®thatade a reasonable
attempt to do so.

3903.4 Incorporation of TPL Information into the Eliitly Case File, Third Party &ta Base,
and Third Party Recovery Uit

A, Eligibility Case File-Incorpomate into the eligitity case file health insurance
information. The case file is thodficial audit trail for all TPL identiftation activity on a case, and
should include all relevant information.

B. Third Party Data Basdncorpomte into the third party data base all health insurance
information recessary to approptiely cost avoid claims. You must orporate casualty and
workers' compensation information into the third party data base aftiétylihas been dtermined
in oLde( to cost avoid claims, unless you have evidence that thive wo future claims rated
to the injury.

C. Third Party Recovery Un#Maintain in the third party recovery unit all information
which is necessary to appragtely seek recovery of rebursement. This includes casualty
inft())lrmatlon and health insuranagarmation if there are paid claims for which a third party is
iable.

3903.5 _Other Methods of Identhtion-Some States ilize various metods to identify third

party resources in addition to the methods required by Federal regulations. There are numerous
practices described in the Successful Practices Gafdered to in 83900.1. Examples of some
State practices are:

A. Release of Information by ProvidetSasualty-redted third party remirces not known
to the State may be identified through requests for medical reportdlamddeived byproviders
from attorneys, insurance companies, and other parties. Some Stategwegidess to cotact
the State agency before responding to such requests. @btprinproves commugations
between providers anda®e agencies. What begins as a restriction on releaséoohation
e}/fol\_/es into a two-way inquiry/response process that improves relationships and claims processing
efficiency.

B. Accident Related Third Party Rmgces Through Coordination with Ambulance
Services-Ambulance services may provide to thet® accident morts involving Medicaid
recipients. When such reports are suteditimely, it can ensure théirfg of claims and liens
against third parties before damages are sought or payments made to the recipient.
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C. Data Matches with Defense Eligibility andGllment R@orting System (DEERS)
DEERS is a centralized computer based system for confirming who is entitled to benefit programs
administered by the DOD. Thetéh base includes active duty mamsel, retirees, surviving
spouses and dependentsat®matches against DEER# wlentify Medicaid recipients who are
eligible for medical benefits under thalitary health care system which includes Civilian Health
and Medical Program of the Uniformed ServiceBlAPUS). HCFA oordirates all activities
concerning the data matches. If you are interested in participating or would like information, write
to:

Health Care Financing Administration
Office of Medicaid Management, BQC
Attention: Third Party Lialtity Branch, DPS
Room 273 East Hégh Rise Bldg.

6325 Security Blvd.

Baltimore, MD 21207

3903.6 _Agreement Between SSA, HCFA arndt& Medicaid Agencies required in 1634
States (States in which SSA makes the SSI/Medicaid ihgtbeterminatbn) that provides, in
writing, for the cokctionfrom the applicant or recipient during the initial apation and each
redetermination process of health insurance information in the form and manner specified by the
Secretary and for the trandtal of the nformation to the Medicaid agency. (See

42 CFR 433.138(b)(2).)

3903.7 _Agreement Between the Medicaid Agency and Otia¢e 3gencies that Determine
Medicaid Eligibility is required to provide for the cetitionfrom the applicant or recipient during

the Initial application and each redeterminatiwacess of such health insurance information as
would be useful in identifying legally liable third party resources, and for tréasmi such
information to you, so that you may é)rocess claims under the TPL payment procedure specified
in 42 CFR 433.139(b) through (f). (See 42 CFR 433.138(b)(3).)

3903.8 _SSNs of Absent or Custodial Paremtsthe extent available, are required to be
mcorgorated into the Medicaid eligibility case file and the third paaita thase by the State agency

for the purpose of conductln%itih matches with SWICAs, the SSA earnings filesrkers'
compensation agency, and other sources. While you must, irct@mwith obtaining health
insurance data, request the SSN of any person with legadbnsblity (other than the
applicant/recipient) for any member of the unit a pIylngLfore@ervlng benefitsyou may not
require that the applicant/recipient disclose SSNs other than his/her own as a condition of
eligibility. Whenyou request voluntary disclosure of SSNs, you must do@occordance with
section 7 of the Privacy Act, Public L&88-579.

3903.9 _Safeguarding of Informatieiyour Sate plan musprovide safeguards that restrict the

use or disclosure of information concerning applicants and recipients to purpasesy dir
connected with the administration of the plan. Regulations located at 42 CHRP,a8ubpart

F implement this requirement by specifying State plan requirements, the typ&smhiion to

be safeguarded, the conditions for release of safeguarded information, and restrictions on the
distribution of other information. Specifically, you must have criteria that govern the safeguards
of information eceived and released inrmection with the identification of legally liable third

party resources. (See 42 CFR 431.305(b)(7).)
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3904. FAYMENT OF CLAIMS (42 CFR 433.139)

3904.1  Cost AvoidanedJse the cost avoidance method unless you have a waiver, as described
in 83904.2, or in specific situations describe@3904.4. Under the cost avoidance method, if you
have established the probable existence of third pariitfiat the time the claim is filed, reject

the claim and return it to the provider foetdrmination of the aount of liablity. The
establishment of third party liability takesapke wheryou receive onfirmation from the provider

or a third party resource indicating the extent of third partylittabWhen the araunt of liahlity

is determined, pay the claim to the extent that payment allowed under your payment schedule
exceeds the amnt of third party payment. (See 42 CFR 433.139(b).)

Program experience has indicated that, when third parbumess are known or there is a
reasonable expectation that they exist, it is usually more cost-effémti@edate to use the cost
avoidance method of claims payment than it is to use the pay and chbhed.meéas of potential
savings include:

0 Administrative savings from using fewer personnel and other resources to administer
the filing of claims with third party payers and the resuléngountse&ceivable system;

o Pro_gt:am savings from saved interest lassanise Medicaigrogram dollars are not
outstanding with the providers before the third party paymest&ved:;

~ 0 Administrative savings of claim processing costs for those claims that providers submit
directly to the third party instead of to Medicaid,

0 Program savings from small dollar claims that are never submitted to a thirdipdety
"pay and chase," but which can be avoided altogether if a third party pays up front.

3904.2_Cost Avoidance WaiveiSederal regulations set forth at 42 CFR 433.139(e) provide the
opportunityfor Sates to seek a waiver of the required use of the cost avoidarhxaadmeﬁere it

can be demonstrated that the pay and chadeochét as cost-edtctive as the cost avoidance
method. Usually, a sepe waiver requeshsuld be subniiedfor each specific service or claim

type for which a waiver is being sought; however, you may submit a single waiver package
representing several services or claim types if the purpose, background, and rationale are the same
for all services or claim types included in the package.

Cost avoidance waiver guidelines are provided for the purpose of assisting you in developing
documentation to justify cost-effectiveness as specified in the regulations. Update and resubmit
documentation every three years to substantiate that the pay and chase coatinues to be as
cost-effective as the cost avoidance moett

Use the following guidelines in submitting waivers.

A. Purpose-Describe the specific type of claim or service to be waived.
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~ B. Background-Provide a historical analysis of this claim or service type which may

include, but Is not limited to, a description of the previous claims paymehbdwbgy, satistical

gata, or any other information that may provide background which would be helpful in making a
etermination.

C. Rationale-Provide documeation which substantiates that the postpa%ment recovery
method (i.e., pay and chase) is at least as cost-effective as the cost avoid Bakse
documentation on actual experience where applicable; otherwise, develop estimates. Fully explain
the basis for the estaes. Basgour determination of cost-effectiveness on the use of the best
technology and jarctices reasonably and practicably available to the State.

Whether the waiver meets thendlitions of cost-e#ictiveness is determindg, but notimited
to:

o Time, effort, and capital outlay required to perform cost avoidance versus pay and chase.
o Examples of factors to be considered:

- Volume '

- Average cost per claim

- Denial rate

- Benefit limtation parameters
- Administrative costs

- Contiactor costs

- Salaries

- Overhead

- Equipment/computer costs

o] Startup costs will generally not be considered.

3904.3 _RecoverySeek reimbursement from third parties whenever you have paid claims for
which there are third parties that are liable for payment of the claims. This is referred to as the
"pay and chase" method. Reimbursement must be sought unlessérmided that recovery of
reimbursement would not be cost effective inadance with threshold amounts that have been
established. (See §3904.5.)

If the probable existence of TPL cannot be established or third party benefits are not available to
pay the recipient's medical e>‘<Jpenses at the time the claim is filed, pay the full amount allowed
under your payment schedule.ydu learn of the existence of a third party after you have paid the
claim, or benefits become available from the third party after the claim is paid, seek recovery of
reimbursement from the third party to the limit of legal liability within 60 days the end of the

month in which you learn of the existence of the third party or benefits become available,
whichever is later.
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Take whatever action is necessary to meet the 60 day requir&mesﬁekin% recovery of
reimbursement. If you have established threshold amouatserdance with §3904.5, initiate
recovery action for all claims within 60 days from the end of the month &éehing the
accumuated threshold aount. In situations where periodic interim payments are made to
providers, make an entry in yoaccounting system within 60 days of learning that benefits have
been paid to the provider by the third party after Medicaiddpa%/ment was made for the same
services. Include these recovery amounts duettte Byour end-of-year adjustments.

After you have liled a third party, track theatus of payments targetéat recovery and follow

up with the third party if you do noéceive a rggonse within a reasonable amount of time. One
method is to generate a letter to the third party e98r§20 days if you have notéeeived an
approprate reponse.

There are specific situations in which you are required to use the pay and chase method of
payment, even though there is a known third party at the time a claim is filed. These situations
involve claims for Medicaid recipients who have been provided medical support as a result of a
ggg& %rgier, and claimswolving pregnancy-rated and preventive pediatric services. (See

Use the pay and chase method if you haveppnowed waiver as specified in 83904.2. If you have

an approved waiver and you pay the claim, you must seek recovery from the third party within 60
days after the end of the month in which payment is made. Such a waiver does not preclude you
from using the cost avoidance method, however.

When you adopt an aggressive recovery stance, all other parties involved in the process (i.e.,
providers,attorneys, casualty firms, pete health insurers, and recipientsydeover time, to
coopeate voluntarily with Statprocedures and policies.

3904.4 _Mandatory Use of Pay and ChaBeere are specific circumstances where cost
avoidance must not be used. Use the pay and chase methocbilance with established
thresholds whenever these conditions exist:

A. Medical Support EnforcemenPay and chase claims in situations where the TPL is
derived from a parent whose obligation to pay support is being enforced hatheiti I\V-D
agency and the provider has neteived paymerftom the third party within 30 days after the
date of service. The intent of this requirement iprmtect the custodial parent and his/her
dependent children from having to pursue the absent spouse, and his/her employer or insurer, for
TPL.

Choose whether or nptoviders vill be required to bill a third party in this situami. Ensure that
when a provider doesliiMedicaid, theprovider indcates whether a third party has bediedh

If you requireproviders to il the third party first, angou receive a i from a provider who has

not billed the third party, return the claim to the provider or wait until 30 days have elapsed from
the date of service to process the claim for paymeataordance with your normal c!Jayment
schedule. If you do not requirepeovider to lil the third party, pa%/_the full aount allowed under

your payment schedule and seek reimbursement from the third party.
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For situations when the provider does bill a third GFarty first, have loalén phce to monitor that
the provider did not receive paymédram the third party prior or subsequent flliig Medicaid.
You may require hard copy docuntetion that identifies the third party, and certifies that the third
party has been billed and payment has not beesived.

In some cases, such as when electroiliingis used, it may not be cost efftive to require hard
copy certification. Pay the claim and follow up to assurephatiders have complied withlling
requirements. When you contact a third party to seek regoy@u can verify whether or not the
provider eceived paymerftom the third party and failed to report it to you.

~ B. Prenatal and Preventive Pediatric Gafeu must pay and chase in situations where the
claim is for preatal carefor pregnant women or preventive pediatric services (including EPSDT
services) that are covered under tteg&Splan.

The intent of this requirement is to alleviate the administrativden assoated with TPL #orts

S0 as not to discourage participation in the Medicaid program by physicians and other providers
of these types of services, since beneficiaries in need of such services already have difficulty
finding providers in many communities.

In order to carry out the intent, it may be necessary to pay and chase claims for pregasedy-rel
services other than prenatal care (i.e., labor and delivery and post-partum care). The pay and chase
method may be usefdr pregnancy-reited services other than prenatal care whenever it is
determined that using the cost avoidancehmgtvould discourage provider participation.

For instance, the same practitioner thadvides the preatal care often handles théta and
delivery and post-partum care. Generally, the practitiotisifér the entire range of otetrical
services in a lump sum amount; prenatal istmoken out from the labor and delivery and post-
partum care. The administrative burdeageld orproviders of changing theiilling practices and
requiring them to bill a third partipr the labor and delivery and post-partum care only could
adversely affect access to care. You have the option to pay and clasthe entire range

of pregnhancy-relted services. Howevearpu must continue to cost avoid claims asssd with

the inpatient hospital stay for labor and delivery and post-partum care.

The following exhibits are provided as guidelines fetedmining certain claim®r which you must

use the pay and chase method. The first exhibit includes diagnosis cates t@prenatal care.
The second exhibit includes diagnosis codesteel to lore\_/entl\_/e pediatric care. These diagnosis
codes were selected since it would be impractical to identify garenedure code which could
relate to prenatal and preventive pediatric careordier to identigl preatal claims which must

be paid and chased, use the apfaamplprocedure codes wkd to these diagnoses. These
guidelines define the terms prenatal and preventive pediatric aaosvlya You have the option

of defining these terms more broadly. For example, the definition offalecare may be
expanded to include preexisting conditions which are likely cathe pregnancy.
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3904.5 THIRD PARTY LIABILITY 02-90

3904.5 _Threshold AmountsSuspend or terminatdferts to seek reimbursement from a liable
third party If you @termine the activity would not be cost effective. Also, the State plan must:

0 Specify the threshold amount or other guideline to usetgrohining whether to seek
reimbursement from a liable third party; or describe the process by whicheyeunihe that
seeking reimbursement would not be costdiffe. Documentation of a cost-effective
measurement must be provided ftat8s with thresholds greater tHet00 for health insurance
and greater tha®250 for casualty claims.

o0 Specify a dollar amount or period of time for which yall accumulate #Hings with
respect to a Medicaid recipient or particular liable third party in making the decision whether to
seek recovery. An example would be to accumulate pharmacy &aien$0-day period, or until
a set threshold is achieved befoilérg the third party.

Low thresholds may result in pursuing claims which cost more to processithaa neouped.

Conversely, if thresholds are too high, you lose money. MagtsSuitize thresholdsinder $50
for health insurance and $1fa0 casualty claims. Accumafie claims that falinder the threshold;
when the total meets the threshold, send claims to the thirdfpargcovery.

3904.6 Federal Financial Participation (FFP) and Repayment of Federal (8Bat-R
433.140).--FFP is not available if:

0 You failto take the reasonable measures to determine the ledi#y l@tlihird parties.
(See 83903.)

0 You fail to seek reimbursement from liable third parties. (See §83904.)

0 A private insurer would have been obli(tizj_ate_d to fumythe services except that its
insurance contradimits or excludes paymentsr Medicaid eligible individuals.

0 You received reitoursement from a liable third party. Whenever this occurs, repay the
Federal government the amount of FERaived as paymefudr claims which were subsequently
reimbursed by a third party. The payment may be reduced by the amount of incentive payments
discussed in 83906.

3904.7 Medicaid Payment to Providers Who Offer Discounts to Third Party Rayense
providers enter into agreements with third party payers to accept pagmiass than the amount

of charges. These arrangements are often referred to as "preferred provider agreements" or
"preferred patient care agreements."

Whenever you areiled for the difference between the paymesteivedirom the third party

based on such an agreement and the charges, do not make Medicaid payment. The provider's
agreement to accept payment of less than its charges constitutes receipt of a full fayitsent
services, and the insured has no further respitysitMedicaid is intended to make payment only
where there is a recipient legal obligation to pay.
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3905. ASSGNMENT OF RIGHTS TO BENEFITS42 CFR 433.145)

The requirement for mandatory assignment of rights must be included in the Methtaig|&n
as provided by §1902(a)(45) of the Act. A plan nprstvide that, as a condition of elidity, each
legally able applicant and recipient:

0 Assigns his/her rights and the rights of any other eligible individaalshom the
individual has the legal authority undeat law to assign such rights, to medicgd®ort or other
third party payments to the agency;

0 Exc%Pt for poverty level ﬁ_regnant women (see 83311 ff?, catpewithyou, in the
absence of good cause, in establishegmity and obtaining medical support or payments; and

_ 0 Coopeates, in the absence oba cause, in identifying and providing
information to assist you in pursuing liable third parties.

3905.1 RightAssigned42 CFR 433.146)-The applicant or recipient must make a written
assignment assigning his/her rights to any medical support available under an order of a court or
an administrative agency. He/she must also assign to you any third party payments for medical
care and payments for any other individual eligible under the plan for whom he/she has the legal
authority under ate law to make an assignment.

The rights to Medicare benefits may not be assigned. The individual may assign Medicare
payments to the provider. This results in the provider being pa&idtigiby Medicare rather than
the individual receiving anbrwarding the payment.

In some instances, Federal law restricts assignment of insurance. 31 U.S.C. 3727 prohibits the
assignment of claims against the United States.

The only exception to that rule is the assignment before two witnesses of a claim that has been
approved, for which a warrant for payment has been issued, and the assignment of which is
approved by an officer having authority to acknowledge deeds. That excegtlon does not authorize
the kind of blanket assignment of rights to medical support cond¢eadpoinder 31912 of the Act.
Therefore, assignment of benefits covered by 81912 of the Act cannot be required.

If an applicant refuses to make an assignment of benefits as a condition of Medicalitlyeligib
Medicaid does not pay for arsgrvices for that individual.

3905.2  Method ofAssignment(42 CFR 433.146(c))If assignment of rights to benefits is
automatic because of State laygu may substitute such an assignment for an individually
executed one if you inform the individual of the terms and consequenciedeafasy.

A State subrogation law must meet the requirement mandating assignment of righdadisanc

of eligibility upon an applicaniling for Medicaid. $ates utizing a subrogation law are required

to notify applicants of the terms and consequences of the statute. As a means of efficient
administration of the program, you may choose izeita single assignmefdrm for both child

support and medicalpport purposes for applicable recipients. If you choose this option, clearly
explain to the recipient the dual purpose of the form.
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3905.2(Cont.) THIRD PARTY LIABILITY 05-91

SSA continues to determine Medicaid eligyp of applicants and recipienter Supplemental
Security Income (SSI) in States which have entered into agreenmel@s 81634 of the Act.

SSA gives an oral explanation to all applicants of the assignment of rights requirements and advises
that It is a condition of eligitity for Medicaid. The explanation also advises that the applicant
must cooperate with the Medicaid agency in establishing paternity and obtaining meujiceat s
payments from third party payers, and coapetn identifying angroviding information to assist

the State ipursuing any liable third party.

For initial determinations, SSA annotates an SSI aﬁplicatiom)mubes the Medicaid agency with

a code and date indicator via the State Data Exchange (BDpirposes of showing whether the
individual has assigned his/her rights and whether the individual has atexper identifying and
providing third party information in t8tes which have #1634 agreement. During the
redeterminatiorprocess, SSA determines if the recipient continues to meettiditions of
eligibility for Medicaid. SSA anrates the SSI redeterminatitorm and provides the Medicaid
agency with a code and date indicator via the SDX. The specific codes for assignment of rights and
cooperation are:

A = Refused to assign rights

R = Refused to provide third party information

Y = Assigned rights angrovided third party information

N = Assigned rights and does not have third party coverage

In States where assignment of rights is not automatic unater I8wupon an applicant'dihg for
Medicaid, SSA has each applicant sigofen showing an explanation of the assignment of rights,
and that he/she assigns such rights. In States where assignment of rights is aunoieafiate

law, SSAprovides applicants an oral explanation of the assignment of rights and cooperation
provision, without requiring wiien execution of assignments, if requested by a State.

3905.3Cooperation in Establishing Paternity and Obtainumgpert and Cooperation in Identifying
and Providing Third Party Information (42 CFR 433.147).

A.  Establishing Paternity and Obtaining Suppelxcept for poverty level pregnant
women (see 83311 ff), require the individual to coapeem establishing the paternity of a child
born out of wedlock for whom the individual can legally assign rights and in obtaining medical care
support and medical care payments for himself/herself, as well as for any other person for whom
the individual can legally assign rights.

B. Identifying and Providing Third Party InformatierRequire the individual to
cooperate in identifying angroviding information to assist you in pursuing any third party which
may be liable to pay for care and services available under the plan. Individuals are not required to
pursue coctions themselves. Pursuit is thepassiblity of the provider or the te.
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02-90 THIRD PARTY LIABILITY 3905.3(Cont.)

C. Good Cause for Non-cooperatieithe conditions of paragraphs A. and B. must be met
unless such individual has good cause for not cooperatirgt@srined byou inaccordance with
the standards prescribed in paragraph E.

D. Cooperation may Require the Individual to

0 Appear at a State or local office desitgd byyou to provide information or evidence
relevant to the case;

0 Appear as a witness at a court or otheceealing;

o Identify liable third parties and provide information attest to lack ofrformation,
under penalty of perjury;

o Paytoyou any support or medical care fumd®ived covered by the assignment of
rights; and

o0 Take any other reasonable steps to assist in establishing paternity and securing medical
support and payments.

E. Waiver of Cooperation for @d Cause-You may waive the requirements for cooperation
if you determine that the individual hasagl cause for refusing to coopég. To do soyou must
find that cooperation is against the best interests of the individual, child, or other person as
specified in current regulations at 42 CFR 433.147(c)(2teinine whetherapd cause for
noncooperation exists, based on thetdrs established by the AFDC chilgpport enforcement
program at 45 CFR 232.40-232.49. The criteria to use in situations involving children (including
establishment of paternity) are listed in the Child Support Enforcement Program at 45 CFR, Part
232 and 802.31. You are not required to submit your findings to taeeSV-A agency director
for review and approval. However, some form of comication is required iorder to discover
whether the IV-A agency has made a good cause finding. (See 42 CFR 433.147(c)(1).)

Circumstances which constitute "good cause" for noncooperation exist if:
o The person for whom support is sought was conceived as a result of incest or rape;
o Legal proceeding®r adoption are pending;
o The question of whether to place the claldadoption is undeactive consideration; or
o Cooperation is reasonably ant&ipd to result in:
--  Physical or emotional harm (an emotional impairment that substantially affects the

individual's functioning) to the Medicaid recipient or other person for whom the
Medicaid recipient has authority to assign rights for TPL; or
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3905.3(Cont.) THIRD PARTY LIABILITY 02-90

--  Physical or emotional harm to the person who has resjlipdibr cooperating.

Furnish Medicaid services to an otherwise eligible recipient pending resolution of whether a waiver
should be granted, if the applicant or recipieeets all other eligibty requirements and has
submitted the requested evidence to deternoioe gause.

Make good cause determinatidos SSI and noncash recipients. When ttegeStitle 1V-A agency
makes a good cause finding foARDC/Medicaid recipient, @opt that finding as your own.

Pursuant to 45 CFR 232.40(b), prior to requiring cooperation, notify the applicant or recipient of
the right to claim good cause as an exception. The notice must include advising the applicant or
recipient that good cause may be claimed and that corroborative evidence must be furnished.
Specify that the applicant or recipient may be requested to Provide sufficient information to permit
an investigation to determine the validity of tlwod cause claim.

Several separate determinations obdj cause may be required in the same case (e.g. cases
!na/_o!\élngi §everal children with different parents, or where fhause and parent are different
individuals).

With regard to obtaining medical care support and payments for an individual other than a child,
adopt proceduresrmsilar to those specified in 45 CFR, Pa&2, excluding those applicable only
to children. Consider as minimum requirements: (See 45 CFR 232.40-232.46.)

o Inform the individual that a claim for good cause may be made for refusing to
coopeate;

o0 Advise the individual of the grounds for ioleng good cause and the evidence needed
to support such a finding;

0 Reviewthe evidence submitted, conduct any additional investigation warranted, and
reach a determination asomptly as possible;

o Make payments for Medicaid furnished to an otherwise eligible individual pending a
degermlnatlon whetherogd cause exists if the individual has suibeai the evidence requested;
an

~ 0 Make adetermination that good cause exists only if the evidence establishes that the
required cooperation is not in the best interests of the individual or other person who has the legal
authority to assign rights.

3905.4 Denial or Termination of Eligiity (42 CFR 433.148).--Individuals who fail toeet the .
assignment provisions including assignment of rights to benefits and cooperation must be denied
Mﬁ icaid eligibility. Deny eligibility, or termiate if already certified, any applicant or recipient
who:

0 Refuses to assign his own rights or those of any other individual for whom he can
legally make an assignment;
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_ 0  Except for poverty level pregnant women (see 83311 ff), refuses to cooperate
in establishing paternity and obtaining medical support and payments; or

~ 0 Refuses to cooperate in identifying gordviding third party information (unless
cooperation has been waived for good cause).

Provide Medicaid to any individual who cannot legally assign his/her own rights and is otherwise
eligible for Medicaid but for a refusal to assign the individual's rights or refusal to edvefgra
person who has the legal authority undeEt&law to assign his/her rights. For example, if a
mother refuses to assign benefits for herself and her children (for whom she can legally make an
assignment) or refuses to cooperate, only the mother becomes in&igiidiedicaid. The children

remain eligible. However, if a mother with a newborn refuses to assign rights or toateppeth

the mother and the newborn are ineligible, since the newborn'slighggdependentpon the
mother's eligibility. A new apglation must be filed on behalf of the rewn to establish eligiltty

on his/her own behalf as a child. (See §3305.)

In denying or terminating eligibility, comply with the notice and hearing requirements in 42 CFR
Part 431, Subpart E.

3905.5 _Handling Situations Where SSI/Medicaid Applicants and Recipients Refissido
Rights or Refuse to Coomde--When an individual has refused to assign his/her rights or to
coopeate, the Social Security distriotfice (DO):

0 Advises the individual that SSA cannot coetplthe determination or redetermination
for medical assistance;

o] Refers the individual to the State Medicaid agency; and

_ o] Annotates the SSI application or redeterminat@m indicating refusal to assign
rights and/or refusal to coojde.

If the individual contacts the State Medicaid agency, ascertain the feasefusal to assign rights

and/or coopeate. Ifyou determine that the individual hasafl cause for refusing to cooperate

(see 83905.3.E.) or if the individual changes his/her mind and agrees to assign his/her rights and

'l[)o cc%_operate, he/she is eligidier Medicaid benefits provided he/she is also eligible for SSI
enefits.

Inform the SSA DO of any changes which affect the code indicator shown in the SDX. If SSA has
not completed the SSI applicatiprocess, refer the individual back to the SSA DO. The DO
executes the assignment and/or collects the health insurdoceation.
If SSA has completed the SSI applicatmocess:

o] Execute the assignment and/or collect the health insunafocation.

o] Advise the DO to make the necessary changes to the code and date indicators on the
SDX.

Rev. 53 3-10-35



3905.6 THIRD PARTY LIABILITY 05-91

If the individual does not contagou and you become aware of a refusal code via the SDX, notify
the individual that eligibility is being denied. In denying or terminating eligibility, comply with the
notice and hearing requirements in 42 CFR Part 431, Subpart E.

3905.6 Recommendations for Referring Medicaid Recipients to Qipidddt Enforcement (CSE)
Agencies:.-CSE agencies are required to provide all CSE services (without acagipplior fee)

to all families with an absent parent whezeive Medicaid and have assigned to the State their
rights to medical support. The CSE agencies are required by 43@3RL to petition for medical

support when health insurance is available to the absent parent at a reasonable cost. For these
agencies to provide the required services, they must know who these individuals are. Therefore:

o] Coordinate with the CSE agency to ascertain the neaftedhation. The type of
information colected and the miedd of transmitting theata may varyrom Sate to State.

0 Solicit specific information from Medicaid recipients ttermine if they are eligible
for CSE services and for transmission to the title IV-D agency unless:

--The recipient already has satisfactory health insurance other than Medicaid;
--The recipient is receiving adequate medicgimrt from the absent parent; or

_ --The Medicaid agency has a cooperative agreement for the enforcement of rights to
medical support with an entity other than the title IV-D agency.

e Refer cases to the CSE agency once you haterrdined that individuals may be
eligible for their services. Do not refer pregnant women until after the child is born.

Refer to the SDX to identify SSI/Medicaid recipients who may qualify for CSE services. Use the
recipient type code field to identify recipients who are blind or disabled children. (For a listing of
the specific codes, refer to the Program Operations Manual System, 802601.305, issued by SSA).
Upon identifying a blind or disabled child, follow up with the recipient or the recipient's
representative to determine if an absent parent situation exists. It so, collect the necessary
information and refer the case to the CSE agency.

AFDC regulations (see 45 CFR, P&282 and 235.70) set forth their program requirements for

collecting and referringhformation to the CSE agencies. Use these regulations as guidelines for
referring Medicaid only cases to the CSE agencies.
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3905.7 Requirements of Title IV-D Agency in Obtaining Medical Support. (See 45 CFR 306.50
and 306.51 (to be redesaped as Gbpart A of Part 306 edctive October 11990).}-Title IV-D
agencies are required to:

o Obtain basic medical support information, if available, and provide this information to the
State Medicaid agency ?f it is not already bgingvided by the title IV-A or title IV-E agency)
for use in TPL activities. If the individual requesting services is a Medicaid applicant or recipient,
the title IV-D agency is required to secure the:

Name, address and SSN of the absent parer-n;

Name and address of the absent parera:tsepb} employment;

Name and SSN of child(ren);
AFDC or title IV-E foster care case number, I-\/Iedicaid number, or custodial parent's SSN; and

~ Policy name(s) and number(s) and names of persons covered if the absent parent has any health
insurance policies.

o0 Petition the court or administrative authoriéy, in new and amended court orders, to require
the absent parent to provide health insurance for dependent children whenever it is available to the
absent parent at reasonable cost. (Health insurance is defined to be reasonable in cost if it is
employment-related or other group health insurance.) This includes petitioning for medical support
whg%hedr or not it is actually available to the absent parent at the tineeddeis entered or
modified;

o Identify existing child support cases which have a high potential for obtaining medical
support and petition theoart or administrative authority to modify support orders to include
medical support for tagjed cases even if no other modification is anticipated,;

o Inform you of any new or modified support orders that include a medical support
obligation;

o0 Take steps to enforce the health insurance coverage required by a court or administrative
order;

o  Provide you with health insurance policyarmation whenever it becomes available (i.e.,
at the time services are being requested, at the time the order is entered or modified, or when the
absent parent secures health insurance coverage under the order);

0 Communicate with the Medicaid agency to determine if there have been lapses in health
insurance coverage for Medicaid applicants and recipients; and

0 Request employers and other %Eoups offering health insurance coverage that is being
[

enforced by the title IV-D agency to notify the title IV-D agency when the absent parent's health
insurance coverage lapses.
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3905.8 Responsiity of Medicaid Sate Agency in Obtaining Medicaufport Information from

Title 1V-D Agency.--Cortact the title IV-D agencynmedately if you have not already done so

to arrange for the timely and efficient exchange of the information identified in 83905.7. Maintain
_c?ntact_with the title 1V-D agency on an ongoing basis to ensure the timely flow of required
information.

3906. COOPERATIVE AGREEMENTAND INCENTIVE PAYMENTS

A. Cooperative Agreement. (See 42 CFR 433.152 $tate plan mugtrovide for entering
into written @operative agreements for enforcement of rights to andctiolh of third party
benefits with at least one of the following entities: the State title IV-D agency panypaiate
agency of any State, angm@oprate ®urts and law enforcement officials.

o0 The terms are left to your discretion.

o0 Agreements with title IV-D agencies must specify that the title 1V-D agency's
reimbursement from the Medicaid agency is limited to servicgsrkethe requirements specified
in 45 CFR Part 306 Subpart B.

o The removal of the detailed requirements from the cooperative agreements does not change
the specific requirements of the Office of Child Support Enforcement (OCSE) under 45 CFR Part
306 governing cooperative agreements betwéate $hild spport enforcement agencies andt&
Medicaid agencies.

0 Retain final respongiity for TPL collectionfunctions that are not covered by cooperative
agreements.

Failure to obtain an agreement does not relieve you of medical enforcement rdlggonsib

B. Incentive Payments. (See 42 CFR 433.18@3ke an incentive payment to a political
subdivision, a legal entity of theilsdivision such as a prosecuting or distattbrney or friends of
the court, or another State thaf@ces and cadicts medicalugpport and payments for you under
a cooperative agreement.

Enforcement may be defined apuarsuit of medical support against someone other than the
Medicaid recipient, or against some source, such as an insurance company, which is responsible
for medical services provided to a recipient by virtue of its respbiysib an absent rggnsible
relative. It includes actions taken againsipoesible relatives to insure Provision of health
insurance coverage for Medicaid recipients, as well as pursuit of benefits from third parties which
are based on insurance policies held by legally responsible relatives. Enforcement does not include
pursuit of third parties based on insurance policies held by Medicaid recipients themselves.
Collections is defined as amounts eotledfrom sources who are responsible for medical services
provided Medicaid recipients, including benefiggeived as the result of premiums paid by an
absent responsible relative. @allions do not include asants cokctedfor premiums.
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Enforcement and collection activity must be controlled bgp@perative agreement if FFP to the
extent of the incentive payment is allowed. If a locality or another Staferpe only
enforcement or collection activities, but not both, no incentive payumetgr 42 CFR 433.153 is
allowed. States may make incentive payméots Sate onlyfunds.

Incentive payments cannot be made under 42 CFR 433.153 wiate an8kes a collection itself.

The purpose of the incentive payment is to encourage local participation and to encourage
cooperation betweernté&es. Thus, when a State makes a collection itself, an incentive payment
iS not appropsdte, since there is novolvement of a locality of thet&e. A State which makes

a collection itself shares in the benefits of the collectwaugh the reimbursement éaeives for

the State share of payment.

The incentive payment must equal 15 percent of the amouatt=all It is madéom the Federal
share of that amount.

If more than one State or politicalledivision is involved in enforcing and aaditing sipport and
payments:

o Pay the incentive payment to the political subdivision, or anota¢e that collected
medical support and payments at your request; and

o The poltical subdivision, legal entity or othé¢at® that receives the incentive payment
divides the incentive payment equally with any other political subdivisions, legal entities, or other
States that assisted In the collection unless an alternative allocation is agoeredy all
jurisdictions involved.

3906.1 Requirements of State CSE Agency and Cooperative AgreeridiedV-D regulations

in 45 CFR Part 306 contain the requirements applicable taabe GSE agency with respect to
medical supportrgforcement and the requirements applicable to cooperative agreements between
you and the tate CSE agency.

3906.2 _Runding--You are responsible for reimbursement to theteSCSE agencfor any
activities performed under the agreement that aoessary for the celttion of anounts for the
Medllcal program. This includeactivities the CSE agency is required tafpen under its
regulations.

The Medicaid FFP ratlr activities contained in acoperative agreement with theate® CSE
agency is 50 percent. Therefore, claim your full reimbursement tadbe GSE agency as an
administrative expense on the quarterly statement of expenditures.

Activities performed by a CSE agency that are not under a cooperative agreement with the
Medicaid agency are reimbursed under title IV-D.
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3907. DISTRIBUTION OF CQLECTIONS
Distribute collections to:

o Yourself, an amount equal ttaf Medicaid expenditurdsr the individual on whose
right the collection was based;

o The Federal Government, the Federal share of the State Medicaid expenditures, minus
any incentive payment; and

o The recipient, any remaining amount. SSI polieyes that reinds of medical insurance
payments made by a Medicaid agency are not income to recipients. Therefore, this refund is not
considered income for aged, blind or disabled Medicaid recipientatiasSvhich use SSI criteria.
However, the refund is considered a resource in the month aftezceised.

AFDC program policy tates that a fend of medical insurance payments made to a recipient is
considered income. Therefore, the refund is considered incorA&RC-related Medicaid
recipients. States may permioviders to cotéct directlyfrom third party resources.

In liability situations, the Medicaigrogram must be fully reimbursed before the recipient can
receive any money from the settlement or awvar his is based on 81912(b) of the Act and 42 CFR
433.154. Legitimate costs of obtaining the settlement or @yauch asttorney fees, may be
deducted prior to reibursement to the Medicaid program.

3908. @NFLICTING CLAIMS BY MEDICARE AND MEDICAID

Under 81862(b) of the Act (see 42 LLS1395y(b)), Medicare payments may not be made, to the
extent that payment has been made, or can reasonably be expected to Herrivietbcare
covered items or services under:

0 A workers' compensation law or plan of the Unitéat&s or a State;

| )o An automobile, no-fault, or any liability insurance policy or plan (including a self-insured
plan); or

o An employer group health plan for emloloyed beneficiaries age 65 or over and the
spouses aged 65 and over of employed individuals of any age.

Also, with regard to beneficiaries entitled to Medicare solely on the basis of end stage renal disease

(ESRD), payment may not be made for Medicare covered items or services during a period of up

to 12 months to the extent that payment for these items or services has bekkbepmade by

gn ﬁ/lm%lpyer group health plan as promptly as would otherwise be the case if payment were made
y Medicare.

3-10-40 Rev. 59



11-90 THIRD PARTY LIABILITY 3908(Cont.)

Any Medicare payment for items or services under 81862(b) of the Act is conditioned on
reimbursement to the approge Trust End when notice or other information eceived that
payment for those items and services is made under such a law, policy, plan or insurance. Under
the law, Medicare has the right to recover its benefits from employers and workers' compensation
carriers, liability insurers, automobile or no fault insurer, and emplogepdealth plans before

any other entity, including a State Medicaid agency. Also Medicare has the right to recover its
benefits from any entity, including da¥e Medicaid agency, that has been paid by any of these
third parties. In other words, Medicare's recovery rights where any of these third parties is primary
payer, are higher than and take precedence over the rights of any other entity.

The superiority of Medicare's recovery right over those of other entities, including Medicaid,
derives from 8§1862(b) of the Act, which provides that where Medicare is secondary to another
insurer:

o HCFA may recover Medicare benefits from the responsible insurer;

~ 0 HCFA may recover its payments from agwtity that has been paid by the responsible
insurer; and

o HCFA is subrogted to the right of the Medicare beneficiary and the right of any other
entity to payment by the responsible insurer.

Subrogation literally means the substitution of one person or entity for another. Under the
Medicare subrogation provision, the program is a claimant against the responsible insurer, to the
extent that Medicare has made payments to or on behalf of the beneficiary for services covered
by the insurer. Medicare can be a party to and participate in any claim by a beneficiary or other
entity against the insurer, can participate in negotiations concerning the total insurance payment
and the amount to be repaid to Medicare, and may seek recovenyditianal payments dctly

from the responsible insurer.

If Medicare and Medicaid both have claims against any of these third parties, Medicare's right to
recover its benefits from the third party or from a beneficiary/recipient that has been paid by the
third party is higher than Medicaid's, notwithstanding the fact that Medicaid is the payer of last
resort, and therefore, does not pay its benefits until after Medicare has paid. Medicare's priority
right of recovery does not violate the concept of Medicaid's being payer of last resort. Under
§1862(b) of the Act, Medicare's ultate statutry authority is not to pay at all (with a concomitant

right to recover any conditional benefits paid) where payment can reasonablyebteexXpy any

of these third parties. Where the third party pays right away, Medicare makes no payment to the
extent of the third party ﬁayment. Delay of third party payment does not change Medicare's
ultimate obligation to pay the correct aumt regardless of any Medicare payments conditionally
made. Thus, where the third party pays less than the charges, Medicare may be responsible to pay
secondary benefits. And where the third party pays the charges, Medicare may not pay at all. Pro-
rata or other sharing of recoveries with Medicaid has the effect of creating a Medicare payment
where none is ahorized under the law, or improperly increasing the amount of the Medicare
secondary payment.
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The right of Medicaid agencies to recover their benefits derives from an assignment by Medicaid
recipients to the States of their rights to third party payments. Since the recipient can assign to the
State a right no higher than his own, and since Medicare'sastatight is higher than the
recipient's, Medicare's right is higher than that assigned to the State.

Thus, where Medicare and Medicaid have paid for services, and the amount available from the
third party is not sufficient to satisfy the claims of both programs for reimbursement, the third party
must reimburse Medicare the full amount of its claim before any other entity, includiatea S
Medicaid agency, may be paid.

Also, where a beneficiary/recipient, attorney, provider or sup@egives paymeritom the third

party for services which have already been paid for by Medicare and by Medicaid, and the amount
paid by the third party is less than the combined amounts paid by Medicare and Medicaid, the
payee is obligated to fiend the Medicare payment up to the full amount of the third party's
payment, despite a conflicting claim by a State Medicaid agency. Only after Medicare has
recovered the full amount of its claim does the beneficiary/recipient, attorney, provider or supplier
have the right to reimburse Medicaid or any other entity.

If the third party has reimbursed tat Medicaid agency, or if a beneficiary/recipient, after

receiving a paymerfrom the third party, has reimbursed @t8 Medicaid agency, the State

agency must reimburse Medicare up to the full amount the ageoceied if Medicare is unable

to recover its payment from the remainder of the third party payment. Iftake ®fuses to

reimburse Medicare in full, Medicare carriers and intermediaries aredresdrto refer the case

to the RO for resolution. If payment is not made by tla¢eSrecovery of Medicare benefits is

Schie\r/]edsby offset of Medicare's claim against any Federal financial participation funds otherwise
ue the State.

3909. MEDICARE/MEDICAID CROSSOVER CLAIMS

Medicare/Medicaid crossover claims are claims for services in which both the Medicare and
Medicaid programs are involvectause an individual is entitled to Medicare and eligible for
Medicaid. Crossover claims may involve Part A Medicare services, Part B Medicare services
purchased under a buy-in agreement, or Part B Medicare services outside the context of a buy-in
agreement, which are also covered under a Medi¢atd SlanCrossover claims may also involve
Medicare services which are not covered under Medicaid. These instructions apply to crossover
claims where the Medicare beneficiary is also eligible for Medicaid, but does not qualify as a
Qualified Medicare Beneficiary (QMB). (See 83490 for QMB crossover claims.)

Participation in the Medicaid programliited by 42 CFR447.15 to providers whaccept, as
payment in full, the amounts paid by the Medicaid agency, plus any cost sharing amount (recipient
liability) authorized under thet&e Medicaid plan. You are not pessible for paying more than

the applicable payment rate establishegor Sate plan. A Medicaid recipient's lisity, if any,

for services coverednder the Medicaid programlimited by 81916 of the Act to "nominal"
amounts. In addition, 81902(a)(25)(C) of the Act furtlimeits a recipient’s liabilityfor services _
where a third party, such as Medicare, is liable forpayment, and prohibits a provider from seeking
to collectfrom the recipient any amount in excess of the recipientitirab
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Effective for physicians' servicdésrnished on or after April 1, 1990 to a Medicare beneficiary who

is also eligible for medical assistance, Medicare payment may only be made on a Medicare
assignment-related basis. Thus, pnevider mustccept Medicare assignmednot physicians'
services if the Medicare beneficiary is Medicaid eligible. In addition, Medicare sanctions may be
applicable if a person knowingly andllfully bills for physicians' services in violation of this
restriction.

Medicaid is the payer of last resort; therefore, when an individual is entitled to Medicare and
eligble for Medicaid, Medicare, like other third parties, is the primary payer. After the amount of
Medicare's liability is dtermined, pay the claim up to the@mt of the Medicaidate, only to the

extent that the Medicaid rate exceeds thewrhof Medicare's liality and that an obligation
remains on the part of the Medicaid eligible, but only up to the Uppits specified In the
regulations. For example, as specified in 42 CFR 447.304, payments made under the plan for
deductibles and coinsurance payable on an assigned Medicare claim for noninstitutional services
may be made only up to the reasonable charge under Medicare, even if the payment amount in the
State plan is higher. An exception to the upper payiimeis in 42 CFR447.272(c) allowstates

to make Medicaid payments in excess of the Medicare cost principles to hospitals designated as
those serving a disproportiate share of low-income patients with special needs.

In establishing the applicable payment schedule amount for payment of Medicare Part A and Part
B deductibles and coinsurance for Medicare/Medicaid crossover claims, you have the option of
setting the applicable payment anmt at the ate paid when the recipient is not also a Medicare
beneficiary, or you can choose to set a higher amount up to the Medicare all@atabldhis

means that, after deducting Medicare's liabfiity the service, you are paying part or all of the
amount of the Medicare deductible and coinsuranoer yayment amount for Medicare/Medicaid
crossover claims must be reflected in the State plan.

Following are examples of several situations showin? your resflipsiimd the recipient's
responsility for payment of Medicare cost sharing anmts for services which are covered under
Medicare and also covered under the MedictadeSolan. In each of the example, the Medicare
deductible is met unless otherwise indicated.

Example 1

Medicare ratdor service (amount allowed without regard to

deductible and coinsurance) = $100
Medicare pays (80 % oatefor service) (TPL) = 80
Medicare coinsurance (amount not paid by Medicare) = 20

|
©
[
o
o

Medicaid ratefor service
(No recipient copayment imposed by Medicaid)

Medicaid pays = $20
Medicaid recipient liability =
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Example 2

Medicare ratdor service = $100
Medicare pays (80%) (TPL) = 80
Medicare coinsurance (amount not paid by Medicare) = 20
Medicaid ratefor service o = $80
(No recipient copayment imposed by Medicaid)

Medicaid pays = 0
Medicaid recipient liability = 0

Example 2 assumes that the State has not set a separafer e service for Medicare
beneficiaries eligible for Medicaid. If theéa®e wishes to pay some or all of the Medicare cost
sharing amounts, it could set a separrateor the service for these individuals at the Medicare
allowed charge or between the Medicare allowed charge and the normal Meateaitf the State
paid the full cost sharing amount, the result is as described in Example 1.

Example 3

Medicare ratdor service = $100
Medicare pays (80 %) ETPL) _ _ = 80
Medicare coinsurance (amount not paid by Medicare) = 20
Medicaid ratefor service ($95 + $5) = $100
Medicaid copayment for service = 5
Medicaid pays = $15
Medicaid recipient liability = 5
Example 4

Medicare ratdor service = $ 100
Medicare pays (80%) (TPL) _ _ = 80
Medicare coinsurance (amount not paid by Medicare) = 20
Medicaid ratefor service ($65 + $5) = $70
Medicaid copayment for service = 5
Medicaid pays = 0
Medicaid recipient liability = 0
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Example 5

Medicare ratdor service = $ 100
Unmet Medicare deductible = 65
Medicare pays (80 % of $35 ($100-$65=$35)) (TPL) = 28
Medicare coinsurance (amount not paid by Medicare) = 7
Medicaid ratefor service ($95 + $5) = $ 100
Medicaid copayment for service = 5
Medicaid pays = $ 67
Medicaid recipient liability = 5
Example 6

Medicare ratdor service = $ 100
Unmet Medicare deductible = 65
Medicare pays (80 % of $35 ($100-$65=$35)) (TPL) = 28
Medicare coinsurance (amount not paid by Medicare) = 7
Medicaid ratefor service ($75 + $5) = 80
Medicaid copayment for service = 5
Medicaid pays = $ 47
Medicaid recipient liability 5
Example 7

Medicare ratdor service = $ 100
Medicare pays (80 %) ETPL) _ _ = 80
Medicare coinsurance (amount not paid by Medicare) = 20
Medicaid ratefor service ($78 + $5) = $ 83
Medicaid copayment for service = 5
Medicaid pays = 0
Medicaid recipient liability = 3

3909.1 StatBuy-In of Part B Benefits (See 42 CFR 431.623j.you have a buy-in agreement

to enroll certain Medicare-eligible recipients under Medicare Part B, you are required to pay their
premiums. This entitles the recipient to the entire range of Medicare Part B benefits. However,
your payment of the premiunasider a buy-in agreement does not @iégyou to cover, or to pay
deductibles and coinsurance for, the entire range of Medicare Part B benefits. Wt tesp
deductibles and coinsurance, you have the following options:

A. Option 1:-You may elect to pay Medicare cost sharingpants only for those
Medicare Part B services which are covered in your Medicaid plan even if the total amount paid
for these services (composed of the Medicare and the Medicaid payments) exceeds the Medicaid
rate employedor this service for Medicaid only eligibles. You obtain this result by establishing
a separate higher rafier the service for Medicare beneficiaries ell%ble for Medicaid. (This rate
may not be limited only to individuals wheaeive Medicarender a buy-in agreement.)
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B. Option 2--You may elect to pay Medicare cost sharingants for the entire range
of Medicare Part B benefits, whether or not they are covered undertateipn. With respect
to covered services, you are dijto onditions contained in the last two sentences of Option 1.

C. Option 3--You may elect to pay Medicare cost sharing amounts for all those Medicare
Part B services which are covered under your plan as well as some Part B services which are not
covered under your plan, biar which you specify that you pay the Medicare cost sharing. With
r(?s ect tolcovered servicgsu are sulgct to the onditions contained in the last two sentences
of Option 1.

For those Part B benefits covered under your plan,your payment of deductible and coinsurance
amounts is subgt to the applicable payment scheduleants in your plan for Medicare (Part
B)/Medicaid crossover claims, as indicate@8909.

If you elect not to pay toward deductibles and coinsurémcart B benefits not covered in your
plan, the recipient is still eligibtor the Part B benefits from Medicare, but, is considered only a
Medicare beneficiary with respect to these benefits and is fiabtbe Medicare deductibles an
coinsurance for services not covered under Medicaid. However, you esdyaepay any agunt

toward deductibles and coinsurance for part or all of the Part B benefits not covered in your plan.

3910 MEDICAID FAYMENTS FOR RECIPIENTS UNDER GROUP HEALTH PLANS

3910.1 General-Section 4402 of OBRA 1990 added §1906 to the Act to provide for the
mandatory enidbment of Medicaid eligibles in cost &fttive goup health plans as a condition of
Medicaid eligibility. ®ction4741 of the Balanced Budget Act (BBA) of 1997 amended § 1902(a)
(25) and 1906(a)(1) of the Act making this provision optionakatite August 51997.

3910.2  Affected StatesThis requirement applies to the 50 States and the District of
Columbia.
3910.3 Definitions-

Group Health PlafThis is a plan which mee&5000(b)(1) of the Internal Revenue Code of 1986,
and Includes continuation coverage pursuant to title XXIl of the Public Health Service Act,
84980B of the Internal Revenue Code of 1986, or title VI of the Employee Retirement Income
Security Act of 1974. &tion5000(b)(1) of the Internal Revenue Code provides that a group
health plan is any plan of, or contributed to by, an employer (including a self-insured plan) to
provide health care (directly or otherwise) to the employer's empldpee®r employees, or the
families of such employees farmer employees.

Cost EffectivenessThe amount you pay for premiums, coinsurance, deductibles, other cost
sharing obligations under aoyip health plan, and additional administrative costs is likely to be less
than the amount paid for an equivalent set of Medicaid services.
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3910.4 _$ate Plan Requirementdf elected a State plan must:

o o  Provide a métodology for @termining the likely cost effectiveness of an
individual's enrollment in argup health plan;

_ ~0  Provide for payment of all premiums, deductibles, coinsurance and other cost
sharing obligations under theogip health plan for Medicaid recipients enrolled in the group health
plan for items and services under thiat& plan;

0 Provide for payment of items and services provided to Medicaid recipients under
the State plan that are not covered in ttuaig health plan;

o  Provide for payment of premiums for non-eligiblenfiy members only if it is
necessary in order to enroll a Medicaid eligiblaifg member in the mup health plan and it is
likely to be cost effective to do so; and

0  Treatthe §up health plan as a third party resourcadnordance with third
party liability requirements in 800-3909 except Federal financial participation (FFP) is available
as provided in 83910.6.

A State may require, as ardition of eligiblity, enrollment in a goup health plan where the
enroll{-)neglt Iifs)likelyto be cost &fttive (exceptor an individual who is unable to enroll on his/her
own behalf.

3910.5  Condition of Eligiblity. --If a Sate elects to pafpr cost eféctive goup health plans,
the State may require individuals, who are eligible ik in a group health plan thedse
determines to be cost effective, tor@l in that group health plan to obtain or maintain their
Medicaid eligibility. The &&te must make an exception to this requirement where an individual
who is otherwise ellg?lbl_e for Medicaid, is unable to enroll in the group health plan on his/her own
behalf. For example, if a parent refuses to enroll the child, or a spouse is unable to enroll freely
gn hi:]::_/her own behalf, such failure does not affect the childigourss's eligittity to Medicaid

enefits.

The fact that an individual is enrolled in a group health plan does not change the individual's
eligibility for benefits under thet&e plan. If Medicaid services covenaader the tte plan are

not part of the services covered by an eligi_ble_ individual's group health plan, the individual may
obtain those services from participating Medicaid providers. These services are reimbursed at the
State Medicaid rate.

3910.6 Availabity of FFP --FFP is available for the payment of premiums for Medicaid eligible
enrollees in a cost effective group health plan. FFP is also available for all deductibles, coinsurance
and other cost sharing obligations under the group health plan that are for services covered under
the State plan, excefur the nominal cost sharing amounts otherwise pgeediinder 81916 of

the Act which are the recipient's respoiiitb

If a non-Medicaid eligible fiamily member must bergolled in the group health plan in order to
obtain coverage for the Medicaid eligible member, FFP is available for premiums only (no other
cost sharing expenses) for the non-Medicaid eligibi@lyjamember(s). A family member may
reside in a separat®musehold.
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If an individual's group health plan offers more services than covered undeat@l&n, no FFP
is available for the deductibles, coinsurance and other cost sharing obligations for non-covered
services.

If a Medicaid recipient is also eligible for Medicare Part B and is not enrolled in Part B, no FFP
is available for the payment of premiums or other cost sharing obligations to the group health plan.

If a Medicaid recipient is currently enrolled in a non-employer based group health plan and is also
eligible to enroll in a cost effectivea@up health plan as described in thaston, the &ate may

require the recipient to enroll in the cost effectiveugp health plan to maintain his/her Medicaid
eligibility. If enrollment in both health plans remains coseetive, then FFP is availaliier the

cost sharing obligations of the non-employer based plan per 81903(a) of the Act.

3910.7 Guidelines for EnrolmertGroup health plans usualiynit an individual's @rollment
period. If anindividual, who is alreadymlled in a group health plan, becomes Medicaid eligible,
the State maypuy into the plan as of the efftive date of Medicaid eligiity. Eligibility for
Medicaid may be effective no later than the third monttoleethe month of apmation as
described in 42 CFR 435.914.

If a Medicaid recipient is not eligible for coverage under a group health plan for a specified waiting
period, the &te maybuy into the plan as of the efftive date of eligibity. Until the recipient is
eligible to enroll, or entitled to receive serviegxler the group health plan, all covered services
are paid under applicable Medicaid procedures for group health coverage.

If the State elects to pay for costexffive goup health plans, §1906(a)(3) of the Act requires you

to pay the premiums that an enrollee is required to pay. This type of payment Is most often
obtained tthu?h payroll deductions and some employers maY refuse to provide health insurance
unless it is paid for through that means. Therefore, where enrollees make payment through F_ayroll
deductions, reimburse the enrollee for the payment. An individual is only required to enroll in a
group health plan if the plan is costexffive. Whenever a periodic Medicaid redetermination is
done, the cost efttiveness of thergup health plan must be reevated.

3910.8 Guidelines for Diseriroent --If a Sate elects to requireneoliment in a cost eéfctive
ﬁrou health plan as a condition of elilififp, an affected individual may diseoll in that group

ealth plan only when the employer offers more than one cesttietf goup health plan and the
employee applies for enhment in a different cost eftctive goup health plan. Where only one
group health plan is available, and yaietmine that it is cost effective, disellmentfrom the
plan results in the termination of Medicaid eligibility. This ineligibility remains&ti’e until the
next open season for group health plan énemnt.

If the availability for @rollment in the goup health plan and eligiy to Medicaid benefits do not
coincide, have the applicant apglyy completing ecessary forms) for edhment in the goup

health plan at the time of Medicaid apglio_zmti Hold the enrbnent applcationfor the group
health plan until open season, then submit the form. The applicant is not eligible for Medicaid
benefits if he/she refuses to appdy enrdiment in a goup health plan during the Medicaid
application process. This ineligibility remainsegffive until the next open seadon group health

plan enroliment.
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3910.9 Non-Medicaid ProvidersSome providers that parti@fe in goup health plans may

not be Medicaid participating providers. Although §1902(a)(25)(C) does not applait to
providers to Medicaid participating providers, encourage all providers to become Medicaid
participating providers. Provider participation may beatett solelytrough the submission of

a bill for services as is currently petted for Qualified Medicare Beneficiaries (QMBs). If
providers refuse toibMedicaid, consider the option of @ict payment to recipients.

3910.10 _Optional Minimum 6-Month Eligiity. --You may deem a minimum enrollment period

of ug to 6 months in cost effective group health plans for Medicaid eligibles. If recipients lose their
eligibility to Medicaid benefits dere the end of the 6 month period, you may continue entitlement
to the plan from the edtctive date of the individual'simliment to the end of the deemed period.
During this period, FFP igmited to premiums, deductibles, coinsurance and other cost sharing
obligations for benefits provided under the group health plan. The individual is not entitled to any
Medicaid benefitprovided outside of the group health plan. Specify the minimuniierd

period in your &te plan.

3910.11 Cost E#ctiveness-An individual's enroliment in argup health plan is considered

cost effective when the amount you pay for premiums, coinsurance, deductibles, other cost sharing
obligations, and additional administrative costs is likely to be less than the Medicaid expenditures
for an equivalent set of services. The meelblogy for @termining cost effectiveness must be
included in the State plan angmoved by HCFA. Submit docum@tion demonstrating a
reasonable approach to any suggested methodology. Your methodology may actioigeriot
presented in our guidelines, e.g. considering a recipient's diagnosis. The following guidelines are
one way to determine cost effectiveness.

Step 1-Policy Informatior-Obtain information on the group health plan available to the recipient.
This information must include the efftive date of the policy, exclusions torellment, the
covered services under the policy and premiums paid by the employee.

Step 2-Average Medicaid Costélsing the Medicaid Management Information System (MMIS),
obtain the average total annual Medicaid costs of persons like the applicant (age, seby, aateg
geographic data).

Step 3-Medicaid Costs for Included Servied3etermine the aount of the total yearly Medicaid
expenditures that are spent on the services covered bﬁthe individual policy. For example, assume
that 10 services are covered under ttaeSplan and 6 of those 10 are covered by tbepghealth

plan, but those 6 are the most frequently used services under both the group health plan and the
Medicaid State plan. Compute the percentage of expenditures for group health plan services to the
expenditures for Medicaid services. In this example, assume that the services comprise 82 percent
of the Medicaid expenditures which are covered by this group health plan. Then adjust the average
total annual Medicaid costs specified in step 2 by this percentage.
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Step 4-Group Health Plan Costs for Included Servigsdjust the Medicaid average covered
expense amount (amount from stepgd)the higher prices employer plans typically pay. You may

use a single State specific factor that is derived from your experience with TPL or use group health
plan specific information. Alternatively, a national averagetdr may be used. This factor is
supplied and updated by HCFA periodically. Once thisdr is determined, the Medicaid covered
expense is multiplied by this factor to produce an edtichcovered expense as recognized by the
employer plan.

Step 5-Adjustment for Coinsurance and Deductible Amouite health plan cost (amount from

step 4) is multiplied by an average employer health insurance payment rate to obtain the employer
recognized covered expense amount. Derive the average employer health insurance payment rate
from State specific tables, if available, or group health plan specific information. Alternatively, for
your use, national tables angpplied and updated by HCFA periodically. This average payment

rate number varies by how large the average employer recognized covered expense is.

Step 6-Administrative _CostsAccount for additional administrative costs to Medicaid for
processing the group health information lByedmining the average increase in cost per recipient.

Step 7-Cost Eéictiveness CalculationCompare the costs under the group health plan to those
costs under Medicaid.

Group Health Plan

0 Subtract the employer recognized covered expense (skembihe costs of services
under the group plan (step 4);

0 Add the employee's share of premiums paid (step 1); and
0 Add the additional administrative costs (step 6).

Medicaid ExpendituresUse the average Medicaid cost for the services covered under the group
health plan (step 3).

Cost effectiveness is likely if your cost under the group health plan is lower than your cost for the
same services under Medicaid. (See examplestermining cost effectiveness.)

NOTE: When non-Medicaid eligible fiaily members arergolled in group health plans in order
to enroll the Medicaid eligible member, do mutlude the deductibles, coinsurance and
otrllerlcost sharing obligations for the non-Medicaid eligibteilfamembers inyour
calculations.

3910.12  _Effective Bte--The enrollment dte of a Medicaid eligible individual in aayp

health plan is the effective ddi& benefits made by these amendments. However, in no case are
benefits effective prior to January1991. The optional provision at 84741 of the BBA of 1997

is effective August 51997.

3910.13 Comparaldy of Services—.-Section1902(a)(lO? of the Act has been amended to
allow Medicaid coverage for the costs of premiums, deductibles, coinsurance and other cost sharing
obligations for individuals in cost effectiveagip health plans without requiring the availigbof
comparable services of the same amount, duration, and scope to other Medicaid eligibles.
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3910.14  Determination and Retérminations of _Eligiltity. --Determination and
redeterminations of eligiity are subgct to the rules in 42 CHR35.911 and 916.

3910.15 _Erroneous Excess Paymest&u are not charged errors with respto payments
made in violation of 81906 of the Act.

Example of Cost Effectiveness Guidelines

Step 1-Policy Informatior-Obtain information on the group health plan available to the Medicaid
recipient. This information must include the effective date of the policy, exclusionsoltment,
the covered services under the policy and premiums paid by the employee.

Individual: Ms. Smith, aged 28FDC, county X
Daughter, aged 6, AFDC, county X

Group Health plan: Eéfctive date 1/1/91
No exclusions
6 Covered ServicesHospital Inpatient, Hospital
Outpatient, Physician Services, Clinic, Laboratory
and X-ray, and Prescription Drugs

Premiums: $840.00 yearly

Step 2-Average Medicaid Costélsing the Medicaid Management Information System (MMIS),
obtain the average total costs per person per year for Medicaid services to persons like the
applicant (age, sex, catay and geographicada).

MMIS Data: 25 year old femal&FDC, county X = $1,550.00
6 year old female, AFDC, county X = 1,250.00
Total Medicaid Expenses $2,800.00

Step 3-Medicaid Costs for Included Servied3etermine the aount of the total yearly Medicaid
expenditures that are spent on the services covered by the individual policy.

10 Services offered under theai plan:

Inpatient Hospital Outpatient Hospital
Clinic Laboratory and X-ray
SNF and Home Health EPSDT
Physician Services Family Planning services
Physical Therapy Prescription Drugs
6 Services offered under the group health plan:
Inpatient Hospital Outpatient Hospital
Clinic Laboratory and X-ray
Physician services Prescription Drugs
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The services covered by the health plan are the most frequently used services. These 6 services
happen to comprise 82 percent of the Medicaid costs in the example State. On an aveigge a
basis, the costs to Medicaid of providing the 6 services offered under the group health plan are:

Ms. Smith's expenses at 82% $1,271.00
Daughter's expenses at 82% 1,025.00
Medicaid average covered expense amt. $2,296.00

Step 4-Group Health Plan Costs for Included Servigsdjust the Medicaid average covered
expense amount (amounbm step 3) for the higher prices er¥ployer plans pay. Use a stage S
specific factor that is derived from your experience with TPL, or use group health plan specific
information. For the purpose of this example, the nati@wbf of 1.3 was used. Once thastior

is determined, the Medicaid covered expense is multiplied by this fagiovdace an estiated
covered expense as recognized by the employer plan.

Medicaid average covered expense amount $2,296.00
National average factor A.30
Actuarial value of group health plan $2,984.80

services if there were no cost
sharing or service lirfations

Step 5-Adjustment for Coinsurance and Deductible Amouite health plan cost (amount from

step 4) is multiplied by an average employer health insurance payment rate to obtain the employer
recognized covered expense amount. Derive the average employer health insurance payment rate
from State specific tables, national tables,roug health plan specific informatioAssume the

number is 75 percent for the purposes of this example. This average pagt@eninber varies

by how large the average employer recognized covered expense is.

Cost to health plan for services $2,984.80
Average employer payment rgf&5%) X .75
Employer recognized amount $2,238.60

Step 6-Administrative CostsAccount for additional administrative costs to Medicaid for
processing the group health information l®gedmining the average increase in cost per recipient.

Increased cost to process info. $ 50.00
Number of recipients x 2.00
Additional admin. costs $100.00

Step 7-Cost Eéctiveness CalculationCompare the costs under the group health plan to those
costs under Medicaid.

Cost to group health plan (step 4) $2,984.80
Employer recognized amt. (step 5) -2,238.60
Proxy for deductibles, $ 746.20

coinsurance and linaitions
within types of service covered
under the group health plan

3-10-52 Rev. 52



04-91 THIRD PARTY LIABILITY 3910.15 (Cont.)

Employee's premiums (step 1) + 840.00
Additional admin. costs (step 6) + 100.00
Total costs to Statender group health plan $1,686.20
Costs to Statélom Medicaid for these services $2,296.00

Cost effectiveness is likely if the costs to the Staieer the group health plan is lower than the
cost to the Statfor these services under Medicaid.

Costs to Statfom Medicaid for these services $2,296.00
Costs to Stateander group health plan -1,686.20
Savings from group health plan $ 609.80
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